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DENMARK - KEY ECONOMIC INDICATORS 


Millions of U.S. dollars unless otherwise stated (DKK 8.09=$1.00)-- 
See note. p = preliminary 


1985 1986 % Change 1987p 


NATIONAL INCOME ACCOUNTS 

GDP (current prices) 76,091 82,530 86,500 
GDP (constant 1985 prices) 76,091 78,678 77,900 
Per Capita GDP (current dollars) 14,888 16,131 16,880 
Fixed Investment (current dollars) 14,026 16,789 18,000 
Private Disposable Net Income 45,278 46,675 48,232 
Private Net Savings (% of income) 8.1 342 3.8 


PRODUCTION AND EMPLOYMENT 

Labor Force (1,000s, age 15-74) 2,805 2,860 
Unemployment Rate (%, ages 16-66) 9.1 8.4 
Industrial Sales Vclume(1980=100) i22 128 
Hours worked in Mfg. (1980=100) 103 107 


WAGES AND PRICES 

Hrly. Wage Rate in Mfg. (1980=100) 140 157 
Wholesale Prices (1980=100) 148 LSS 
Consumer Prices (1980=100) 146 159 


MONEY AND FINANCE 

Money Supply (M I), Yr.-end 25,107 a 29,000 
Money Supply (M II), Yr.-end 39,708 45,000 
Budget Financing Requirement 3,399 -410 
Bond Rate (Yrly. average) 11.6 . 12.2 
Bond Rate (%, Yr.-end) 10.0 ° 13.0 
Bank Lending Rate (% average) 14.8 14.0 


BALANCE OF PAYMENTS AND TRADE 
Foreign Exchange Reserves, Yr.-end 5,936 «30.5 9,000 
Government Foreign Debt, Yr.-end 11,488 29.0 17,200 
Govt.Debt Service 1,709 -5.2 1,400 
Current Payments Deficit 3,594 18.8 2,400 
Trade Surplus, Goods & Services -96 - 800 
Net Payments from the EC 320 26.6 400 
Debt Interest Payments Abroad 3,343 3,100 
Commodity Exports (f.0.b.) 22,197 -4.4 21,000 
U.S. Share 2,243 -19.8 1,440 
Commodity Imports (c.i.f.) 23,679 -3.6 20,500 
U.S. Share 1,402 -14.1 1,200 
Official Development Assistance 535 17.9 680 


Main imports, U.S. origin products (1986): Machinery & equip., 
incl. parts, $383 (of which EDP equipment, $178); civil aircraft & 
parts, $129; coal/petroleum coke (2.4 million tons), $111; 
chemicals, $80; military equip., $79; instruments & optical 
articles, $68; feedstuffs, $50; tobacco, $49; dried fruits & nuts, 
$19; and plywood, $18. 


NOTE: Above statistics, originally expressed in Danish currency, 
converted at average 1986 rate of DKK 8.09 = $l to preserve 
year-to-year comparability. For actual amounts in current 
dollars, multiply by following conversion factors: 


Actual exchange rate (DKK per $1) 10.59 8.09 (Nov 87) 6.50 
Conversion factor 0.764 1.00 1.245 





SUMMARY 


Due to a strike earlier in the year at the Central Bureau of 
Statistics, only data for the first 5 months of 1987 had been 
released by November. Even this limited information, taken with 
those economic indicators which are available, shows that the 
high growth rates of 1984-86 will not be sustained in 1987. 
Sluggish domestic demand and disappointing international growth 
have robbed the Danish economy of momentum. Growth in 1987 is 
likely to turn negative, following growth in 1985 and 1986 of 
4.2 and 3.4 percent. 


The government's tight cap on public spending was maintained 
successfully in 1987. After a budget surplus of 7.8 billion 
kroner in 1986 ($964 million), a nominal deficit of 700 million 
($100 million) is expected this year. The September general 
election left the government and its Radical Liberal support 
party without a parliamentary majority, however, and pressure 
for increased expenditures in 1988 will be strong. The 
government nevertheless is optimistic that it again can meet its 
no real growth target for government expenditure next year. 


Following a number of fiscal restraint measures introduced 
during 1986 to curb imports, domestic demand dropped 
considerably toward year's end. This trend continued into 1987, 
with private consumption falling in the first half. For the 
year as a whole, a drop of 1 percent in real terms is expected. 
Business investment is also likely to react to declining 
industrial profits and fall by 8-10 percent. Surprisingly, the 
employment picture has not deteriorated. Unemployment in 1987 
is now estimated to rise slightly to 8.4 percent. 


The fall in private consumption and investment has led to a 
Significant reduction of imports. Trade statistics for the 
first 5 months of the year suggest a reduction in the deficit on 
the balance of payments from 34.6 billion kroner ($4.3 billion) 
or 5.2 percent of GDP in 1986 to 19-20 billion kroner 

($2.8-$3.0 billion) or 2.7 percent of GDP this year. The 
persistent U.S. trade deficit with Denmark also has narrowed 
significantly. For 1987 it should be less than 2 billion kroner 
($300 million). 


After Denmark's net energy import costs fell by half to 

11 billion kroner ($1.4 billion) in 1986, a further reduction of 
3 billion ($440 million) is forecast for 1987 despite almost 
stable energy prices since late 1986. This improvement in the 
energy bill is explained by the ever-increasing domestic 
production of oil and gas, which will cover 40 percent of Danish 
requirements this year. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Economic Growth: After 4 years of growth rates above those of 
most OECD countries, the Danish economy in 1987 ground to a 
halt. In 1986 growth reached 3.4 percent in real terms, driven 
by strong increases in private consumption and fixed business 
investment. Economic indicators in 1987 point toward a 
negative growth rate of about 1 percent in real terms. This 
trend is ascribable to a number of factors. Most importantly, 
private consumption (including the sale of new cars) slumped 
drastically following the government's clampdown on loan- 
financed purchases of houses, automobiles, and consumer 
durables in October 1986. In the wake of higher interest 
rates, residential construction and fixed business investment 
have fallen as well, and the level for 1987 is expected to be 
10 percent below 1986. 


Unlike the situation in 1983-86, public sector demand in 1987 
will add to total demand. Overall public consumption is 
expected to increase by a little less than 1 percent, and 
public sector employment to rise by 15,000. Public investment 
will also increase slightly in 1987. After a drop of 5 percent 
in 1986, a 2-3 percent increase is envisaged this year. 


Balance of Payments Deficit: Following the record deficit in 
1986 of 34.6 billion kroner ($4.3 billion), 5.2 percent of GDP, 
a significant improvement is expected in 1987. Based on 
statistics for the first 5 months, the deficit in 1987 may fall 
to 19-20 billion kroner (about $3 billion). Private 
consumption is expected to fall by 1-2 percent in 1987 and 
investment by some 10 percent; consequently, imports of goods 
and services could drop by as much as 5 percent. Before 
November's fall in the dollar, the effective Danish krone rate 
had dropped 2.5 percent this year, improving Denmark's 
international competitiveness. Exports of goods and services 
are now expected to increase by 1-2 percent this year. 


If the balance-of-payments deficit in 1987 is reduced to 

20 billion kroner, Denmark's foreign debt will have risen to 
some 282 billion kroner ($42 billion) excluding countervailing 
currency adjustments, about 40 percent of GDP. 


Public Borrowing: Net public borrowing in the first half of 
1987--almost entirely by the central government--amounted to 
19.5 billion kroner ($2.9 billion). Sixteen billion kroner 
($2.3 billion) alone was raised in the first 2 months of the 
year, when speculation in a Danish krone devaluation in 
connection with an anticipated EMS realignment brought private 
borrowing to a near-standstill. Official Finance Ministry 





estimates at the beginning of 1987 indicated a total public 
borrowing requirement for the year of 35 billion kroner 

($5.2 billion), assuming neutral private capital movements and 
a balance-of-payments deficit reduction to 20 billion kroner 
($3 billion). Despite the virtual halt in the first 2 months 
of 1987, private capital imports in the first half reached 
17.5 billion kroner ($2.5 billion), of which the sale of krone- 
denominated bonds accounts for 12 billion ($1.7 billion). 
Consequently, the need for public borrowing has dwindled, and 
the Finance Ministry's Debt Office has been preoccupied with 
rolling over existing loans. Together with a sharply reduced 
balance-of-payments deficit, this capital inflow has boosted 
Danish foreign currency reserves. By the end of October they 
had reached 68.8 billion kroner ($10 billion), 34.2 billion 
kroner ($5 billion) above the end-1986 level. 


Central Government Budget: The tight cap on public spending 
introduced by the center-right coalition government in 1982 was 
successfully maintained in 1987. After 13 years of successive 
deficits, the central government budget in 1986 showed a 
surplus of 7.8 billion kroner ($1 billion), 1.2 percent of 

GDP. The revised budget for 1987 now shows a small deficit of 
700 million kroner ($100 million). This minor deterioration is 
due primarily to sluggish domestic demand and a fall in 
corporate tax revenue. 


For the 5th consecutive year, the Schlueter Government proposed 
a budget for 1988 allowing no real growth in central government 
expenditures. According to the most recent Finance Ministry 
estimates, a deficit of only 100 million kroner 

($15 million) is envisaged on a budget totaling 207.6 billion 
kroner ($31 billion) in total spending. The 1988 budget is 
based on the premise of a 0.75 percent decrease in GDP during 
1987, and an increase in unemployment from 230,000 in 1987 to 
265,000 (9.2 percent of the age 15-74 labor force). 


Industrial Profits: After growing in 1981-84, industrial 
profits in 1986 dropped for the second year ina row. In its 
recent business survey, the Federation of Danish Industries 
expects further declines in 1987 and 1988. Over the years, 
profits and investment propensity have gone hand in hand, and 
this decline is consequently expected to have a negative 
influence on business investment. The improvement of Denmark's 
competitive position in the first half of the 1980s improved 
business profits and gave rise to an unprecedented investment 
boom. From 1982-86, business investment grew by almost 

80 percent in real terms, but with diminishing profits 
investment is now expected to drop by 10 percent in both 

1987 and 1988. 





Consumption: After a strong increase in private consumption 
through 1985 and the first quarter of 1986, the trena 

reversed. New Federation of Danish Industries figures confirm 
that economic restraint measures introduced by the government 
in October 1986, aimed at tightening the rules for 
loan-financed purchases of consumer durables and houses, 
intensified a consumption drop already under way. The 
significant increase in employment from 1983 to 1986 boosted 
households' confidence in their future economic situation and 
gave rise to purchases of consumer durables deferred in 
previous years. The value of real estate also soared, creating 
large windfall profits which were to primarily channelled into 
consumption. Private consumption therefore increased faster 
than disposable income over the 3-year period. With the recent 
slowdown of the economy and some increases in unemployment, 
consumer goods sales have peaked. New car sales in the first 

8 months of 1987 dropped almost 30 percent from the same period 
in 1986. As disposable incomes have continued to rise, it 
seems likely that the consumption ratio has already declined. 


Consumer Prices: So far in 1987, consumer prices have risen 
only modestly. In the first 8 months, the consumer price index 
(including taxes) rose by 4 percent compared with the same 
period in 1986, a trend in line with developments in other West 
European countries. Despite rising wage costs domestically and 
higher raw material prices internationally, inflation in 
Denmark is expected to remain at about 4 percent for 1987 as a 
whole, only half a percentage point more than the increase in 
1986. That year, however, the increase was fully ascribable to 
the raise in energy taxes included in the fiscal tightenings of 
December 1985 and March 1986. The relatively modest increase 
in 1987 can probably be explained by a downward pressure on 
profits and improved productivity. 


Real Wages: In the first half of 1987, blue-collar workers in 
industry have had real wage gains of 4.5 percent, a significant 
change from previous years. Average hourly wages of 
blue-collar workers in industry increased by 8.8 percent 
compared with the first half of 1986. The consumer price index 
over the same period increased by only 4.1 percent. 


The average hourly rate for manufacturing industry workers was 
almost 10.9 percent higher in June 1987 than in the same month 
in 1986. For white-collar workers employed in this industry, 
the rate of increase over the same period was 7.6 percent. 
These considerable wage increases reflect the generous 
collective wage agreements negotiated last February, as well as 
substantial wage drift as employers bid for a limited quantity 


of skilled labor in a number of industries. 





Unemployment: Despite evident signs of economic downturn, total 
unemployment had been almost unchanged over the 18 months to 
June. Since January 1986, the seasonally adjusted unemployment 
figures have ranged between 210,000 and 220,000 (7.7 and 

8.1 percent respectively of the age 16-66 labor force). Over 
the same period, most economists have predicted an imminent 
strong increase in unemployment. This non-occurrence can 
probably be explained by a combination of slack productivity 
gains, relatively high growth in production for the home market, 
and lower-than-expected inflow of new labor. 


Although total unemployment has been stable, its composition has 
changed significantly. The number of unemployed women workers 
has fallen, while male unemployment has increased, particularly 
for skilled workers in building and industry and unskilled men 
in general. In contrast to this trend, unemployment has dropped 
for office workers, academics, and other white collar workers. 
Unemployment for women, however, remains higher than for men 
(about 10 percent compared with 6.5 percent). 


Development Assistance: In accordance with a broad political 
consensus, Danish official development assistance (ODA) is set 
to reach 5.8 billion kroner ($86 million) in 1987, 0.85 percent 
of GDP. Denmark is thus one of only four industrialized 
countries that have fulfilled the UN target of transferring at 
least 0.7 percent of its GDP in ODA to developing countries. In 
1986 total assistance amounted to 5.3 billion kroner 

($65 million), 0.83 percent of GDP. Bilateral assistance 
accounted for 53 percent of the total, multilateral assistance 
44 percent, and administrative costs 3 percent. Tied loans and 
grants accounted for over one-quarter of the total. Denmark in 
1986 forgave debt worth 1 billion kroner ($123 million) on 
government loans previously granted. A number of changes have 
been made to program administration. Tied loans and grants 
available to developing countries with a per capita GNP below 
$1,090 are now tied to procurement in Denmark. Human rights and 
protection of the environment will also play a more important 
role in future Danish ODA programs. 


Energy Developments: Following small annual increases of 

2-3 percent since 1983, Danish energy consumption in 1987 will 
stabilize at about 19 million tons oil equivalents (mtoe) 
distributed over oil products (52 percent), natural gas 

(5 percent), coal and coke (39 percent), and renewables 

(3 percent). This is still some 8 percent below the peak 1979 
level of 20.5 mtoe. Recent years' rises in consumption have 
been more than offset by strong increases in Danish oil and 
natural gas production, which rose in 1986 by more than 
one-third to 5.9 mtoe or 31 percent of total energy 





consumption. Projected North Sea production of 7.0 mtoe in 
1987-- 4.6 million tons crude and condensate and 2.6 billion 
cubic meters of natural gas--will raise the self-sufficiency to 
close to 40 percent. By 1990 the rate should exceed 50 percent. 


IMPLICATIONS FOR THE UNITED STATES 
The lengthy delay in publication of detailed trade statistics 
resulting from the Bureau of Statistics strike has diminished 
the currency of the following analysis of Danish-U.S. trade 
developments. 


Danish Imports: In the first 5 months of 1987, total Danish 
imports dropped 13 percent to 70 billion kroner ($10 billion). 
More than half of the decline, however, was due to lower import 
prices; imports by volume dropped less than 6 percent. While 
consumer goods and fuel imports were generally stable, imports 

of capital goods, raw materials, and semimanufactures dropped 
some 5 percent in volume. Automobile imports were reduced by 
one-third to 2.2 billion kroner ($320 million) from 1986 to 1987. 


Danish Imports from the United States: During the same period, 
the U.S. share of Danish imports rose from 5.5 to 5.9 percent. 
Imports of U.S.-origin products, measured in kroner, dropped 

8 percent to 4.1 billion kroner ($596 million). This figure 
fails to take account of the 23 percent appreciation of the 
Danish krone versus the dollar, however. Imports from the 
United States actually rose 14 percent in current dollar values, 
implying a significant increase in U.S. sales quantities. This 
dichotomy is expected to continue through 1987, with strong 
volume increases but a krone value somewhat less than the 1986 
level of 10 billion kroner ($1.2 billion). 


Danish Exports to the United States: Under the impact of the 
decline in the dollar, the U.S. share of total Danish exports 
dropped from 8.5 percent in the first 5 months of 1986 to 

7.2 percent in the same period this year. A drop of almost 

20 percent in sales in 1986 seems likely to be followed this 
year by another drop of 17 percent. The major factor behind 
this year's decline was a drop of 1 billion kroner 

($145 million), or one-third, in Danish exports of capital 
equipment (mostly windmills and ships) and furniture. The 
important ham exports declined by 15 percent or about 

200 million kroner ($29 million), only offset in part by an 
increase in fish exports of 60 million kroner ($8.7 million). 
There are no signs of an increase in Danish exports to the 
United States at the moment. Sales in 1987 are likely to be at 
about the same level in dollar terms, 12 billion kroner compared 
with 14.5 billion kroner in 1986 (both about $1.8 billion). 





U.S. Trade Deficit with Denmark: The above developments have 
led to a significant narrowing of the U.S. trade deficit with 
Denmark, which has persisted since 1983 and peaked in 1985 at 
almost 7 billion kroner ($660 million). In the first 5 months 
of 1987, the deficit was reduced to 1 billion kroner 

($145 million) from 1.7 billion kroner ($210 million) in 1986. 
A further narrowing is likely in the second half of 1987, so 
that the deficit for the year would be reduced to about 

2 billion kroner ($300 million) compared with a deficit in 1986 
of 4.8 billion kroner ($593 million). 


Import Market for U.S. Manufactures: Total Danish capital and 
transport equipment imports in the first 5 months of 1987 
amounted to 21 billion kroner ($3 billion) or 30 percent of 
total Danish imports. The U.S. share of these imports rose to 
8.9 percent compared with 7.7 percent in the same period the 
year before. Certainly fueled by the effect of the decline in 
the dollar, this development may also reflect, with some lag, 
1985-86 increases in Danish business investment. U.S. sales of 
capital equipment worth over 2 billion kroner ($29 million) 
account for approximately half of total Danish imports from the 
United States. Purchases in the first 5 months of 1987 of U.S. 
aircraft (traditionally an erratic item) were maintained at the 
1986 level of about 600 million kroner ($87 million). These 


sales are likely to improve in coming years, as both the Danish 
independent airlines and Scandinavian Airlines (SAS) plan to 
replace their existing fleets, to a large extent with 
U.S.-produced aircraft. 


U.S. sales of EDP equipment in the first 5 months of 1987 rose 
over 25 percent to 700 million kroner ($102 million), and the 
U.S. share of these imports increased from 28 to more than 

30 percent. This very competitive market, however, offers only 
limited opportunities for new-to-market firms, and the increase 
in U.S. sales stems entirely from U.S. firms that have been 
operating in Denmark for several years. It is estimated that 
U.S.-brand equipment covers about 80 percent of the total 
Danish EDP equipment market. 


U.S. sales of scientific and technical instruments show a 
stable trend with sales worth 150 million kroner ($22 million) 
Or more than 15 percent of total Danish imports of this product 
category. Other important manufactures imported from the 
United States are military equipment, including parts and 
equipment for the F-16 fighter aircraft. U.S.-origin military 
products account for close to half of total Danish military 
equipment imports and were valued at over 400 million kroner 
($58 million) in the first 5 months of 1986. 
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U.S. Agricultural Sales: U.S. agricultural exports to Denmark 
continue to decline, primarily as a result of EC policies to 
increase self-sufficiency. U.S. and third country sales to 
Denmark of fodder grains and oilseeds have been reduced sharply 
in recent years. Previously large imports of soybeans, for 
example, are negligible, having yielded to local supplies of 
rapeseed for vegetable oil manufacture. The drop in U.S. sales, 
however, has been compensated in part by increased Danish 
purchases of U.S. oil cakes and meal, which amounted to 220 
million kroner ($32 million) in 1987, 16 percent of total Danish 
imports of these products. 


The United States maintains a stable 50 percent share, worth 
between 700 and 800 million kroner (about $100 million) 
annually, of Danish raw tobacco imports. U.S. plywood exporters 
have enjoyed a 10 percent increase in sales to Denmark in the 
first 5 months of 1987. With sales worth close to 100 million 
kroner ($14.5 million), U.S. plywood maintains its market share 
of better than two-thirds of total Danish imports of plywood. 


Effective promotion campaigns and an improved competitive 
position have led to significant increases in U.S. sales to 
Denmark of raisins, prunes, and wine valued at some 25 million 
kroner ($3.6 million) in the first 5 months of 1987. Sales of 
raisins rose close to one-third in volume, prunes about 

50 percent, and wine more than double. Prospects remain good for 
a further improvement in sales. 


U.S. Coal Exports: The two Danish power combines ELSAM and 
Elkraft, which account for over 80 percent of total Danish 
imports of coal, traditionally spread their purchases over a 
number of countries to secure stable supplies. Although both 
have a desire to buy U.S. coal, even at premium prices, they 
view U.S. domestic transport costs as prohibitive. All 
purchases of U.S. coal at present are spot purchases. The 
landing price in Denmark for U.S. coal in the first quarter of 
1987, for example, was some 40 percent above the landing price 
for Australian coal. This situation has not allowed U.S. coal 
exporters to exploit the increased opportunities in Denmark 
resulting from the termination in December 1986 of imports of 
South African coal. Danish coal demand remains unchanged at 
about 12 million tons annually, of which South Africa 
traditionally supplied about 3 million tons. The South African 
share has now been taken over by Australia and Colombia, whose 
shares of the 3.1 million tons coal imported in the first 
quarter of 1987 rose to 43 and 19 percent respectively, compared 
with 21 and 10 percent for 1986 as a whole. The U.S. share in 
the same period was halved to about 9 percent. Any improvement 
in U.S. sales is dependent on more competitive pricing. 
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Tourism: Some 800,000 foreign tourists in 1986 spent a total of 
about 4.3 million nights in hotels in Denmark, 5 percent below 
the figure for 1985. In addition, stays at camping sites and 
Danish border trade attracted a large number of unrecorded 
Swedish and West German tourists. Tourism is one of the most 
important services industries in Denmark, providing foreign 
exchange earnings of about 14 billion kroner ($1.7 billion) in 
1986 or close to 6 percent of Denmark's total foreign exchange 
earnings. At the same time, however, Danes traveled extensively 
abroad and spent some 17 billion kroner ($2.1 billion). The 
deficit of about 3 billion kroner ($370 million) followed a 
near-equilibrium in the tourist account over the preceding 
10-year period. Although tourism in Denmark has picked up in 
1987, Danish traveling abroad has also increased considerably, 
and the deficit is likely to worsen this year. 


The number of U.S. tourists visiting Denmark in 1986 declined 

25 percent to less than 150,000, as the dollar declined and 
tourists reacted to reports of European terrorism and of 
radiation from the nuclear fall-out at the Soviet power plant in 
Chernobyl. U.S. travel to Denmark appears to have increased 
somewhat in 1987, although the further decline in the dollar 
remains an obstacle to any significant improvement. 


In contrast with this development, Danish travel to the United 
States has boomed since the introduction in early 1986 of 
low-fare transatlantic travel by Tower Air in cooperation with 
the large Danish travel bureau Tjaereborg. The other airlines 
serving the United States from Denmark--SAS, Northwest, and 
TWA--during some periods in 1986 matched those low fares, and 
all three have now offered competitive fares for the 1987-88 
winter season. In 1986, over 75,000 Danes traveled to the 
United States, up 50 percent from 1985. The number will rise to 
about 100,000 this year, and could increase further in 1988. 
Tower Air has announced its plans to double the capacity between 
Scandinavia and the United States in 1988 to more than 80,000 
seats, including an increased number of seats from Denmark. 


BEST PROSPECTS FOR U.S EXPORTS 


The following products offer good prospects for increased U.S. 
sales to Denmark: Coal and petroleum coke; natural gas powered 
household equipment; animal fodders; environmental scrubbers, 
monitoring, and test equipment; consumer items, including new 
seafood products, oven-ready meals (microwave and regular), 
ethnic foods, and wine. 











